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CURRENT PUBLIC economic policy the role 
assigned actions that ease restrict the 
availability credit has required that finan- 
cial institutions and investors devote much 
economic setting. The generally high level 
economic activity since the institution 
flexible credit policy 1951 has meant that 
credit policy has operated environment 
which boom and recession often presented 
simultaneous possibilities. the one became 
more probable, policy shifted accordingly and 
the other then became the likelier prospect, 
reversal policy occurred. Thus, two 
years, from the spring 1953 mid-1955, 
credit policy has been restrictive, easy, and 
again restrictive. These variations have pro- 
duced corollary fluctuations security prices, 
indeed they must credit policy 
make its contribution the maintenance 
sustained high employment. 

the same time, need has been created 
for indicators that will register changes the 
direction which policy moving and the 
degree ease restraint implied current 
actions with respect the availability 
credit. study current financial trends can 
then include the analysis credit policy 
part the larger problem appraising the 
forces affecting levels production and em- 
ployment. 

considering how assessment short- 
credit policy can made, useful 
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distinguish between credit actions and the 
effects credit policy. Although the basic 
problem one projecting the effects that 
will occur consequence given credit 
actions, economic analysis does not provide 
unqualified statement how much re- 
straint placed various borrowers and 
lenders specific conditions cost and 
availability credit. Actions taken tighten 
ease credit are known produce many 
their effects only after lag. This lag not 
fixed period but varies from one type 
credit another and from one time an- 
other. Moreover, even after the event, one 
cannot certain the amount restraint 
expansion produced given level and 
structure interest rates and the related 
credit rationing actions lenders choosing 
among alternative investment opportunities. 
Movements costs, prices, 
changes consumer and business expecta- 
tions, government fiscal policy, and myriad 
other developments are involved with 
credit policy influencing the level total 
output. Skill, experience, and judgment are 
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required weigh and appraise this complex 
events. 

While not all the immediate and ultimate 
effects actions taken conjunction with 
credit policy can completely evaluated, 
possible take note whether suc- 
cessive actions, refusals act, indicate 
trend toward greater restrictiveness ease 
money markets. Such appraisals necessarily 
will differ from one individual another, de- 
pending partly upon the extent which 
attempt made comprehend fully all 
aspects short-run policy. rudimentary 
estimate may serve the purposes the banker 
whose attention largely absorbed matters 
other than investments while the specialist 
government securities may satisfied only 
with evaluation which includes both 
rather complete understanding the actions 
taken furtherance short-run credit policy 
and analysis prospective changes the 
economy that may bring shift the policy 
itself. The assumption the discussion that 
follows that attempts understand credit 
policy frequently are confined division 
all possible conditions into two states, easy 
and restrictive, but that with comparatively 
small expenditure effort, more discerning 
view current credit actions can obtained. 
The data for examining the indicators dis- 
cussed are readily available the Federal Re- 
serve Bulletin and weekly statistical re- 
leases and also are presented chart form 
the monthly issues the Federal Reserve 


chart book. 


Volume Federal Reserve Credit 
Outstanding 
Since Federal Reserve credit the principal 
source bank reserves, and bank reserves 
are, turn, the basis for credit expansion, 
some analysts consider that changes the 
volume Federal Reserve credit outstanding 


give reasonably accurate expression the 
trend short-run credit policy. Inspection 
the components and the reasons for changes 
this volume will reveal some its limita. 
tions for this purpose. 

The principal components Federal 
serve credit are float, the security holdings 
the Reserve banks, and member bank 
borrowings from these banks. Float the 
difference between “uncollected” items 
“deferred availability” items the consoli- 
dated statement the Federal Reserve banks, 
The latter smaller than the former the 
amount reserve accounts the 
serve banks have given member banks be- 
fore checks are collected from the banks 
which they are drawn. The volume these 
advance credits reaches peak around the 
middle each month and declines the end 


the month; also reaches annual 


December and declines sharply thereafter. 
The Reserve System often neutralizes the ef- 
fects bank reserves, which these movements 
otherwise would produce within month, 
purchasing selling securities. The larger 
seasonal change just before and after the year- 
end may may not allowed affect re- 
serves and hence may indicator 
policy the volume Federal Reserve credit 
outstanding allowed raised lowered 
variations float. 

The second component Federal Reserve 
credit consists the security holdings the 
Reserve banks. Increases these holdings 
may made when credit policy tends toward 
ease and reductions usually occur under the 
opposite conditions. Since Reserve System 


purchases securities tend increase bank 


reserves, these actions alone are sometimes 
erroneously taken indicator policy. 
The error this interpretation that changes 
these security accounts often are made 
offset the influence other forces that would 
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alter the volume bank reserves unde- 
sired way. decline the country’s gold 
stock, rise the volume currency cir- 
culation, reduction the volume float, 
ora rise the balance Reserve 
banks—all would reduce bank reserves not 
offset security purchases the Reserve 
System other changes. Purchases also 
might made accommodate seasonal 
secular growth. When purchases are made 
for these reasons, the volume Federal Re- 
serve credit also increases, but the increase 
does not necessarily signify different policy 
than that which prevailed before the pur- 
chases were made. 

The third major component Reserve bank 
credit consists funds borrowed the 
Reserve banks member banks. Reserves 
obtained this way place the banks under 
obligation repay and therefore increase 
Reserve bank credit through such borrow- 
ing more restrictive than the same quan- 
tity reserves had been made available 
purchases securities the Reserve banks. 
This point discussed more fully below. 

evident from these characteristics 
the components Reserve bank credit out- 
standing that one often would misled 
the implications credit actions using 
alone indicator. further weakness 
this measure would become apparent 
were used during period when the legal 
reserve requirements member banks were 
changed. requirements were lowered, for 
example, and offsetting amount secur- 
ities were sold the Reserve banks, the 
ability banks expand credit would 
unchanged, yet the volume Reserve bank 
credit would reduced, seeming denote 
more restrictive credit policy. These defici- 
encies the measure make this gauge 
current credit policy one the less useful 
the indicators presently employed. 
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Volume Member Bank Borrowing 
Reserve Banks 

Some students money markets regard the 
volume member bank borrowing Reserve 
banks excellent register the actions 
that implement short-run credit policy. This 
view founded the fact that the need for 
reserves support expansion bank 
credit can supplied the Reserve System 
either through open market purchases 
Treasury securities through loans banks. 
any given situation, the total will sup- 
plied through some combination the two 
actions. While reserves obtained through 
either method are equally effective meeting 
the requirement, reserves borrowed the Re- 
serve banks carry the obligation repayment 
and are regarded temporary the borrow- 
ing bank. Reserves acquired banks 
result Reserve System purchases secur- 
ities not involve such obligation and, 
therefore, credit policy that allows the need 
for reserves met borrowing thought 
more restrictive than one that provides 
reserves security purchases. 

question arises whether the amount 
that banks are willing borrow conditioned 
the costs this source reserves com- 
parison with other alternatives, and so, 
should not the volume borrowing inter- 
preted the light the level the discount 
rate relation market rates interest and 
the recent trend security prices? can 
conceded that generally banks will prefer 
borrow when the discount rate less than the 
return securities that would sold ex- 
cess reserves were obtained through that 
avenue. Borrowing might also preferred 
refusing loan having higher return after 
allowance for the credit risk and administra- 
tive costs. The answer less clear the dis- 
count rate exceeds the return the securities 
and, perhaps even more important, security 
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yields have risen since the security was pur- 
chased. the latter case, capital loss the 
security involved and the bank may deter- 
mine its course action the basis this 
and related tax considerations. 

addition cost factors, however, there 
are other restraints borrowing which be- 
come significant the volume increases and 
which suggest that the restrictiveness 
credit policy well this volume 
expands. First, the number banks that bor- 
row from the Reserve banks minority 
those who have authority so. This ap- 
pears attributable strong aversion 
for debt or, more specifically, strong pref- 
erence for liquidity that leads them hold 
sufficient reserves avoid the necessity 
borrowing. Second, banks are discouraged 
from continuous borrowing official regula- 
tions governing the use the discount facility. 
Although there possibility that borrowing 
may rotate from one bank another and thus 
not considered continuous for any one bank, 
the total that could become outstanding over 
any given time period without continuous 
borrowing has limit. Third, upper limit 
the borrowing individual bank may 
established the risks using tem- 
porarily borrowed funds acquire non- 
liquid assets. These reasons, combination, 
suggest that the restrictiveness credit 
policy rather well reflected changes 
the volume member bank borrowing. 

order for indicator current credit 
policy serve under all circumstances, 
registering restraint. When credit policy 
seeks encourage banks expand their loans 
and investments, reserve requirements may 
reduced and securities purchased the Re- 
serve System, some combination the two 
may employed make bank reserves more 
abundant. Banks then reduce their borrowing 


comparatively low levels. the 
ease continues increased, borrowin 
may not decline further since the few banks 
that are employing this method obtaining 
reserves are encountering problems that are 
ing, therefore, additional actions ease the 
reserve position banks will not registered 
this measure. Under such conditions, 
probably better observe changes the 
volume excess reserves held member 
banks instead relying borrowings alone 
indicator. 

Used indicator without reference 
other changes, member bank borrowings also 
occasionally will fail record the trend 
credit policy, even under conditions 
straint. For example, suppose that the volume 
borrowing increased through succession 
weeks and then stabilized. The measure 
would not tell one whether the stabilization 
resulted from market purchases securities 
the Reserve System, moderation the 
demand for loans, bank sales securities 
obtain reserves meet customers’ loan 
quirements. The first these might help 
understanding credit policy, the second could 
signal prospective change the direction 
policy from restraint ease, while the third 
might accompanied fall security 
prices and condition greater restrictive 
ness the supply credit. 

The last these possibilities well illus 
trated the change average level bor 
rowing between December 1952 and April 
1953—a period increasing tightness the 
availability credit. these months, the 
average daily volume member bank bor 
rowing declined from $1,593 million $1,16 
million. This reduction indebtedness was 
accomplished, part, contraction the 
volume excess reserves, but the most 
portant element was large scale sales 


— 


ities banks nonbank investors and the 
accompanying reduction deposits. These 
changes reduced the volume required re- 
serves and thereby made funds available 
retire part the indebtedness. 


These limitations member bank borrow- 
without attention other variables. Improve- 
ment the performance this measure 
possible reference the volume excess 
reserves under conditions credit ease. When 
credit policy restrictive, better understand- 
ing will result consideration also given 
accompanying changes the security hold- 
ings the Reserve banks and the investments 
member banks. Since the weekly reporting 
member banks are particularly sensitive 
changes the money markets, variations 
their investment portfolios serve this purpose 
well. 


Free Reserves Guide 


third indicator the intent short-run 
credit policy that has become popular 
noting the trend credit policy the meas- 
ure, free reserves. This statistic for any given 
period determined deducting average 
required reserves from average total reserves 
obtain average excess reserves and then 
deducting the average volume borrowing 
from the Reserve banks for the same period. 
the case with indicators previously dis- 
cussed, week-to-week fluctuations 
measure may not have significance for the 
purpose hand, and common practice 
employ average daily free reserves for 
series weeks months assessing the 
trend policy with this indicator. 

Since this guide relates the quantity 
excess reserves the volume borrowing, 
well consider the characteristics bank- 
ing that make possible for excess reserves 
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and borrowings exist the same time. 
Speaking broadly, the banks which rely most 
heavily borrowing means meeting 
the need for additional reserves are also the 
banks holding the minimum amount excess 
reserves possible the basis their im- 
perfect knowledge the flow deposits. 
Most the excess reserves the banking 
system any given time are owned banks 
the smaller centers that either prefer 
margin excess reserves hold the excess 
only temporarily. Borrowing these banks 
group does not account for significant 
part the total. 

interest note how shifts funds 
among banks will affect the level free re- 
serves within this framework banking prac- 
tice. the flow funds among banks should 
cause excess reserves move banks having 
indebtedness the Reserve System, these 
banks would employ the newly acquired re- 
serves reduce their borrowings. Thus, the 
shift funds may lead equal reductions 
excess reserves and borrowings, and the 
level free reserves would unchanged. 
case the flow funds should result net 
movement from banks with indebtedness 
banks already having excess reserves, the 
banks losing funds would increase their in- 
debtedness approximately the same amount 
the gain reserves banks having ex- 
cesses. both cases, therefore, the level 
free reserves unchanged, signifying that 
there has been policy action taken alter 
the availability credit. Either the meas- 
ures, used alone, would have been misleading 
under the circumstances. the first instance, 
the reduction excess reserves might have 
been taken indication more re- 
strictive policy and the decline borrowings 
token greater ease. the second in- 
stance, the rise excess reserves seemed 
denote greater ease while the expansion 
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borrowing might have been taken sign 
greater restraint. 

may observed that, even though the 
level free reserves unchanged the 
movement reserves banks already pos- 
sessing excesses, possible that the corol- 
lary increase borrowing Reserve banks 
will accompanied greater stringency 
the money market. This true because 
some banks losing reserves will choose 
adjust their reserve positions selling secur- 
ities and this will tend depress security 
prices and increase yields. the Reserve 
System considered this movement rates 
unwarranted, might purchase securities 
offset the maldistribution reserve bal- 
ances, thereby eliminating the necessity in- 
creased borrowing and causing the level 
free reserves rise. Such maldistributions 
reserves are short-lived, any case, for banks 
possessing larger excess reserves than are con- 
sidered desirable soon return them the 
money market banks via the investment 
market. 

This indicator the intent short-run 
credit policy has one the weaknesses noted 
above connection with borrowing. 
period credit restraint, banks sell secur- 
ities order reduce their indebtedness 
the Reserve banks, possibly response ad- 
ministrative pressure so, the level free 
reserves raised, seeming register policy 
less restraint. But the sales securities will 
raise interest rates and heighten the stringency 
the market. 

Under conditions credit ease when the 
demand for loans weak, the level free 
reserves also fails register another develop- 
ment that may assume significance the 


analysis. With the level free reserves un- 
changed through series months, total re- 
serves and required reserves may increased, 
for example, gold imports. The growth 
required reserves would the result 
expansion bank deposits, possibly con- 
sequence bank purchases investments. 
This series events logically would 
companied increasing ease the form 
falling interest rates, yet the level free re- 
serves would stable. 

spite these limitations, changes the 
level free reserves reflect rather well the 
actions taken ease tighten credit. 
provement understanding credit policy 
will result, however, attention also given 
variations the volume bank invest- 
ments, particularly rise excess reserves 
occurs when other variables indicate tight 
condition exist the money market. 
Changes bank investments also are useful 
supplement, under conditions credit ease, 
identifying whether credit policy moving 
toward still greater ease. Since banks add 
their investments when demands for loans 
not absorb their excess reserves, these pur- 
chases prevent increased total reserves from 
affecting the level free reserves. 

has not been the intention the fore- 
going discussion treat fully all aspects 
these guides short-run credit policy. Other 
factors not considered necessarily would have 
required examination complete treatment. 
Rather has been the purpose outline 
some the major characteristics the indi- 


cators currently use gauging credit 


policy and encourage their periodic 
amination developing better understand- 
ing policy. 
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WHEAT PRICES 


URRENT UNITED sTATES Department 
Agriculture estimates wheat supplies 
the United States indicate all-time records 
wheat available for consumption. spite 
somewhat smaller crop 1955 than 
1954, the estimated carryover July was 
1,020 million bushels—a new record. 

American wheat producers 
tinued acreage restrictions and lower 
Government support prices for 1956. Also, 
large foreign supplies make more difficult 
find foreign markets for American wheat. 

Tenth District farmers are well aware that 
what happens the wheat market will re- 
flected their net income, wheat sales 
make about one fifth gross cash re- 
ceipts District states. This article attempts 
analyze the current wheat situation pro- 
vide clearer picture what the wheat pro- 
ducer faces the immediate future. 
understanding the adjustments necessary 
bring production more line with con- 
sumption helpful producers. Such 
analysis also should help provide 
understanding current agricultural policies 
designed deal with the wheat problem. 

The surplus wheat problem cannot 
analyzed simply considering all wheat. 
Wheat product which has different uses 
depending upon class, grade, and quality. Not 
all wheats are suited for flour production. 
Some are used for milling specific products 
such macaroni, and others can qualify only 
for livestock feed. Differences wheat, like- 
wise, cause differences markets and prices. 
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For example, spite over-all surpluses 
wheat, durum wheat short supply. 

The stock wheat owned committed 
the Commodity Credit Corporation has 
been increasing annually since 1952. the 
1,020 million bushels wheat the July 
carryover, 990 million bushels are represented 
CCC stocks. However, the basis 
current production and disappearance, ap- 
pears that 1955 will favorable year from 
the standpoint slowing down the accumula- 
tion wheat surpluses. 


Comparison Prices Terminal Markets 


Numerous classes wheat are found all 
terminal markets. Prices carlots wheat 
terminal markets depend upon the class 
wheat well upon many other factors. 
However, certain classes wheat predomi- 
nate different terminal markets within the 
wheat-producing areas. The price pre- 
dominant classes different markets in- 
terest because illustrates that the problem 
varies with the particular class wheat being 
studied. 

The three predominant classes wheat 
produced are No. hard red winter wheat, 
No. soft red winter wheat, and No. dark 
northern spring wheat. Hard red winter 
wheat produced primarily Kansas, Okla- 
homa, Nebraska, Texas, Iowa, Wyoming, 
Colorado, New Mexico, and Utah. Soft red 
winter wheat produced primarily Mis- 
souri, Illinois, Indiana, Ohio, and Pennsyl- 
vania. Dark northern spring wheat pro- 
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WHEAT PRICES AND LOAN RATES 
KANSAS CITY 
No. Hard Red Winter Wheat 
DOLLARS 
PER BUSHEL 
2.75 


CASH PRICE 


2.00 


1950 *S! "54 
SOURCE: Department Agriculture. 


duced primarily the Dakotas, Minnesota, 
and Montana. 

interesting compare the terminal 
market prices the three classes wheat 
with the support prices. The weighted aver- 
age carlot price No. hard red winter wheat 
the Kansas City terminal market fluctuated 
near the support price through 1950 and 1951. 
Large supplies began accumulate 1952 
and the price began fluctuate below the 
support price. The seasonal price pattern has 
been rather consistent and wide variations 
price have occurred within the seasonal pat- 
tern. The 1955 Government support price for 
No. hard red winter wheat Kansas City 
$2.37 per bushel. No. hard red winter 
wheat, the average, was selling above the 
announced support price during the first 
half 1955 but fell below the support level 
the new crop reached the market. The 
average price July 1955 did not fall 
low relative support price either 
the two previous years. higher price rela- 
tive the support price resulted from 
smaller wheat crop, the delay the harvest, 
and slightly smaller supplies free wheat 
the July carryover. 


The situation somewhat different for 
soft red winter wheat the St. Louis 
terminal market. the soft wheat market, 
large supplies have caused the average carlot 
price considerably below the support 
price. The early seasonal price for 1955 was 
below announced support price. might 
expected that with wider differential be- 
tween support price and free market price, 
soft wheat would move readily into Govern- 
ment storage. Generally, this has not been the 
case. Wheat does not play large role the 
cropping system the farmer the soft 
wheat area. Corn and soybeans are the main 
income crops and wheat less importance. 
Small-scale wheat operations may not justify 
investments storage facilities, and wheat 
price declines not affect individual gross 
farm income the same extent more 
specialized wheat-producing area. 

comparison the free market price and 
the support price No. dark northern 
spring wheat Minneapolis shows that this 
class, the average, has been selling near 
support levels and recently has been above 
the support price. Seasonal price variations 


WHEAT PRICES AND LOAN RATES 
ST. LOUIS 
No. Soft Red Winter Wheat 
DOLLARS 


PER BUSHEL 
2.75 


CASH PRICE 


2.50 


2.25 


2.00 


SOURCE: Department Agriculture. 
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WHEAT PRICES AND LOAN RATES 
MINNEAPOLIS 
No. Dark Northern Spring Wheat 
DOLLARS 


PER BUSHEL 
3.00 


CASH PRICE 


1950 "53 "54 "55 
SOURCE: Department Agriculture. 


for No. dark northern spring are less than 
for the two other classes wheat. The lower 
support price for 1955 increased the early 
seasonal differential between the support 
price and free market price. would appear 
that the free market price for No. dark 
northern spring wheat will strong in- 
fluence holding this class wheat out 
Government storage the current price level 
persists. 

free market prices sup- 
port prices for these three classes indicates 
new situation the wheat market that free 
market prices for certain classes wheat are 
higher relative the support price 1955 
than the two previous seasons. the 
average, however, free market prices are not 
levels which will keep current production 
Neither are the levels high enough reduce 
Government storage through sale the open 
market. Under present legislation, Govern- 
ment-stored wheat cannot normally enter the 
free market until prices exceed support levels 
per cent plus storage costs. wheat 
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prices make normal seasonal recovery the 
last half 1955, the price incentives for put- 
ting wheat into Government storage will not 
great the two previous seasons. 

should pointed out that variations 
carlot prices single market occur. 
Wheat which would command free market 
prices the lower range price variations 
and still qualify for storage may readily move 
into Government storage. 


Price Variations 


Carlot prices for single class wheat vary 
considerably during the month even 
single day. Variations prices result from 
differences moisture content, test weight, 
protein content, and numerous other factors 
influencing the market. 

The variability carlot prices per bushel 
for the predominant class wheat each 
the three terminal markets during the month 
can measured the coefficient varia- 
tion. The coefficient variation varies di- 
rectly with the amount price variation. That 
is, the higher the coefficient variation the 
greater the price variation during the month. 
The coefficients variation the three 
terminal markets for July 1955 were fol- 
lows: Kansas City, 3.04 per cent; St. Louis, 
2.99 per cent; and Minneapolis, 5.25 per cent. 
This means that the Kansas City terminal 
approximately two thirds the carlot sales 
No. hard red winter wheat during the 
month July fell the range $2.09 
$2.23. The largest range price occurred 
the Minneapolis terminal. However, should 
pointed out that the new crop arrives 
somewhat later the Minneapolis market, 
and the variation prices may lower 
the bulk the new crop reaches the market. 

examining the price variations relative 
the level prices the three markets, one 
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might conclude that carlot sales the three 
classes were more likely sell below support 
prices Kansas City and St. Louis than 
Minneapolis. More the sales the range 
price variations Kansas City and St. 
Louis would nearer below the support 
level. Farmers not necessarily base their 
decision sell wheat the free market 
whether they are able obtain price 
equivalent the support price. Wheat can 
sold price below the announced sup- 
port price and still more profitable ven- 
ture than under the support program. Inter- 
est, storage cost, and risk quality deterior- 
ation must met the producer 
chooses put wheat under support and tend 
reduce the effective price received under 
the loan. Price variations the market re- 
sult varying differentials between the free 
market price and the support price and, there- 
fore, may the determining factor choos- 
ing between selling the free market and 
using the nonrecourse loan. 

Monthly price variation explained the 
amount seasonal price change, variation 
quality characteristics wheat, and other in- 
fluences. there slow, drawn-out, seasonal 
price decline during the month, price varia- 
tion during the month may large even 
though individual daily quotations fluctuate 
only moderately. When seasonal price de- 
clines are abrupt, the variation price due 
quality characteristics and other daily in- 
fluences. large amount price variation 
tends emphasize the importance quality 
characteristics marketing wheat. Premiums 
and discounts are based protein content, 
moisture, and test weight. Desirable quality 
characteristics tend reduce the differential 
between free market price and support price 
when free market price below support price. 
The opposite true when free market price 
above support price. 


Supply and Disappearance 

The total supply all wheat for the 1955 
marketing year (July 1954, June 30, 
1955) included 1,020 million bushels the 
July carryover, current production estimated 
917 million bushels, and imports approxi- 
mately million bushels for total 1,941 
million bushels available for disposition. Total 
supplies were per cent above the 1953-54 
period. 

The Agriculture estimates 
that disappearance current supplies will 
881 million bushels. This below the 1955 
production figure but per cent above dis- 
appearance for the previous period. slight 
increase the carryover for July 1956, 
indicated unless foreign and domestic de- 
mands are above current estimates. 

the 1,020 million bushels the July 
carryover, 990 million were estimated 
under loan owned the Commodity 
Credit Corporation, leaving only million 
bushels wheat the free market. Free 
stocks the carryover were only slightly be- 
low those July 1954. The amount the 
1955 crop committed Government support 
August was 47.4 million bushels, com- 
pared 127.2 million August the 
previous year. The amount wheat going 


WHEAT PRODUCTION, CARRYOVER, 
AND DISAPPEARANCE 


Supply 


July carryover 1,020 
Production 917 
Imports 

Total 

Disappearance 

Continental United States 
Exports 273 
Other 


Total 


* Preliminary + Estimated 
SOURCE: Department Agriculture. 
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1953-54* 

million bushels 
856 


under loan will exert substantial influence 
anticipated changes CCC stocks. Not 
all wheat going under loan turned over 
the Commodity Credit Corporation. Some 
redeemed the producer for feed for sale 
the free market. substantial increase 
CCC-owned wheat from the smaller 1955 
crop probably would result strengthening 
the free wheat price. 


Commodity Credit Corporation Stocks 


Commodity Credit Corporation holdings 
wheat increased from 866 million bushels 
July 1954, 990 million bushels July 
1955. Although the Government 
tempted reduce holdings wheat, annual 
additions have been surpassing disposition 
through Government disposal programs. The 
Department Agriculture increasing its 
efforts reduce the wheat surplus de- 
veloping new surplus disposal programs and 
increasing the quantities disposed under 
existing programs. These efforts are not 
likely affect the free wheat market unless 
production falls short current domestic 
consumption and causes substantial drain 
CCC stocks supply domestic needs. The 
smaller 1955 wheat crop will substantially 
larger than current domestic requirements. 
Government owned stocks are virtually re- 
moved from the free market soon they 
are placed under support. Wheat placed 
under nonrecourse loans can redeemed 
the producer until April the following 
year. Once taken over CCC, cannot re- 
turn the free market except prices sub- 
stantially above the support price. The 
quantity wheat disposed through Gov- 
programs could exceed additions 
the stocks from the 1955 crop. free wheat 
stocks increase either through repossession 
wheat under loan reduction the share 
the current crop going under loan, CCC stocks 
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could reduced without any increase the 
disposal programs. Requests for CCC loans 
for the 1955 crop have been below those for 
1954. Free market price wheat relative 
new support levels has been high enough 
cause less interest putting wheat under sup- 
port. The situation could change but has 
existed through rather critical portion the 
wheat marketing season. the seasonal price 
rise occurs the past, the situation may 
sustained. 


Methods Disposal 


The extent which CCC stocks wheat 
can reduced will depend upon the ability 
increase the quantities wheat sold under 
the present disposal programs. the present 
time, three programs are used sell wheat 
reduce CCC stocks. These are the Interna- 
tional Wheat Agreement, foreign markets out- 
side quotas under the International Wheat 
Agreement, and the Agricultural Trade De- 
velopment and Assistance Act 1954. 

Under the International Wheat Agreement, 
wheat can move from CCC storage 
foreign markets fill the I.W.A. quota for 
the United States. Exporters sell wheat the 
world market world prices and receive 
subsidy make the difference between 
the world price and the price needed move 
CCC stocks. Free wheat cannot compete be- 
cause world prices are below the domestic 
free wheat price. 

similar program exists for wheat sold 
foreign markets outside the International 
Wheat Agreement. Government subsidy 
paid exporters offset the difference be- 
tween the price received the foreign market 
and the cost obtaining the wheat from CCC 
stocks. 

more recent program was enacted under 
the Agricultural Trade Development and As- 
sistance Act 1954. CCC stocks wheat 
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Wheat Prices Relation Support Levels 


can sold foreign buyers who pay for the 
wheat with foreign currencies. Currencies ob- 
tained under the program are used buy 
goods which ordinarily would not pur- 
chased the usual channels foreign trade. 

Disposal programs account for the entire 
amount domestic wheat entering into 
foreign trade. Foreign disappearance 
wheat increased 54.4 million bushels from 
1952-53 primarily because increased em- 
phasis disposal programs and somewhat 
poorer foreign wheat crop. 


Summary 


The July estimate wheat carryover set 
new record. Unfavorable weather condi- 
tions and acreage controls reduced the total 
production 1955, but both were offset 
producers shifting higher yielding varieties, 
putting their most productive acres into wheat, 
and adopting production practices which in- 
crease yields per acre—such the application 
fertilizer. Despite the record stocks, free 
wheat prices predominant classes wheat 


did not fall low relative support prices 
the two previous seasons. 

Free wheat stocks were near the July 
1954, level the beginning the marketing 
period for the 1955 crop. lower earlier 
mate the 1955 crop tended 
activity the market prevent free wheat 
supplies from the new crop from going 
Government support. Early requests for CCC 
loans were running substantially below the 
previous season. 

The amount price variation that occurs 
single class wheat terminal market 
has special implications both the producer 
and the processor. selling the upper 
range price variations more likely stay 
the free market because commands 
price more comparable support 
Large price variations the market indicate 
that producers are rewarded for quality 
characteristics the product. the 
ducer, this could mean more profits; the 
processor, could mean more desirable 
product meet processing requirements. 
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